
CHARLES CENTER • PO. BOX 1475 • BALTIMORE, MARYLAND 21203-1475

April 9, 1992

Mr. Albert Grimes
PI~sident

American Personal Communications
2212 Old Court Road
Baltimore, MD 21208-3432

Dear Mr. Grimes:

Baltimore Gas and Electric Company (BG&E) is a public utility engaged in providing electric and
natural gas services in the Central Maryland area. As part of Its mission to provide such services. BG&E
operates its own microwave and fiber optic networks to support the voice and data requirements of the
Company. BG&E is also authorized by the Maryland Public Service Commission as an
Intrastate/lnterexchange Carrier to provide various telecommunication services to non-residential
customers.

In the context as both an incumbent 2 GHz fixed microwave licensee, as well as a
telecommunication service user and provider, BG&E feels it can leverage its telecommunication assets by
supporting the FCC's 2 GHz Radio Spectrum Allocation Proposal. Contrary to the opinion of many utilities,
BG&E anticipates that PCS will provide the platform for significant utility business applications and supply
benefits which will enhance rather than encumber utility operations.

Under the FCC proposal. BG&E believes its 2 GHz fixed radio frequencies represent a marketable
commodity that it is willing to sell or share in some mutually financially beneficial arrangement with a PCS
developer and to do so in a foreshortened time frame well ahead of the proposed 5-15 year period
sugg~Slt:-d by the FCC.

BG&E feels that American Personal Communications (APC) because of its local origins, its
financial backing, and the reputation and experience of its corporate officers in the cellular telephone
marketplace would be an ideal organization to develop and expand these PCS / Utility concepts.

If suitable compensation and technical details can be negotiated. we are willing to work with APC
to demonstrate the viability of operating PCS in the 2 GHz spectrum on a co-sharing basis by offering our
frequencies as a test platform. The results of such tests would provide an industry benchmark and the
direction for further negotiation for license transfers or co-sharing.
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As stated above, BG&E feels PCS may offer an attractive and low cost method of communicating
with utility devices within the customers premises. We are anxious to explore a joint venture opportunity
with APC and Motorola to research, develop, and market such devices to the utility industry. I am looking
forward to meeting with you and your staff after the appropriate Non-Disclosure Agreements and Letters of
Intent are signed to firm up our strategy.
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" ( / ..~C) ?:l~) J.'_ .

G, A. Dieter. Supervisor
Planning & Development Unit
Telecommunications Department
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~~for~at~o~ super~ighways are under constr~ction at ~any e~ectr~c

3YL:~E: ~erbert A. Cavanaugh, Executive Editor

BODY:
Electric utilities have the ~ost critical private-industry neea tor

"real-time" communications in the :1ation, placing great reliance on exeensive
internal communications systems to monitor, control, c8ordinate, and orotect
their operations. For this reason, advanced ~tility-owned and -maintained
:elecommun-icaeions systems rival, and in many cases exceed, :~e svstems
~perated by commerciai communications providers. .

In face, the sheer size, scope, and sophistication of utility
telecommunications systems may have vaulted the industry into a major role in
the development of the Clinton administration's national information
infrastructure (NII) -- the so-called "information superhighway," a national
broadband voice, video, and data communications network linking homes, schools,

~aries, hospitals, research facilities, and businesses.

Superhighways. But according to statistics compiled by the Utility
Telecommunications Council (UTC), Washington, DC, electric utilities already
have information superhighways of their own, with over 43,000 private
land-mobile transmitters, representing an investment of over $ 4.3-billion;
approximately 7000 point-to-poine microwave seations for an investment of over S
:".3-billion, and more than 1700 point-to-multipoint microwave stations worth
ever S 330-million. Further, it's anticipated that over the next five to 10
years, utilities will double or triple their internal radio spectrum
requirements. Propelling this demand will be applications such as private,
land-mobile radio, distribution automation, and data-communications
requirements. In addition, utilities have installed over 8000 miles of
fiberoptic cable, for an investment of over S 300-million (Fig 1) .

Quick decisions. There is one overriding design objective behind these
capieal expenditures on telecommunications equipment -- especially now when
"competition " is the modus operandi, the customer is the driver, and business
decisions must be instantaneous.

Observes George A. Dieter, supervisor, telecommunications planning and
support services, Baltimore Gas & Electric Co (BG&E), "Very simply, the ultimate
goal of any electric-utility telecommunications network should be to provide the
~ose reliable service at the lowest possible cost." Distribution automation.
Electric utilities recognized the importance of telecommunications early in
~. -'ir history, notes Dieter. "At BG&E, we have copper cables dating back to the

Js. These were used for our own telecommunications system to support our core
b~iness, because we recognized that we could provide better incernal
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eXDens~ve. ~cw. as equipmenc c~scs cc~e down, and pr~or~t~es and operating
~C~~~:'~2~S =~a~ge, ccth wil~ ~ecc~e =2S~-~£==c~:?e :~ =er~~i.:: a~eas :: ~~e

::us ~:-.ess . "

also :.s :. .:-'.e slde
:elecGmmu~icat~=~s. ~he uci:::.y ~as ~ 223-~~ EiDercpc~= :.elec~~mu~~ca~i=~s

suoer~iahwav -- a fiber rine -- :~ac serves exeernal ::usiness oooorc~nl:ies as:... -, .... .. -" ..... - - ...
~,vel_ as :.:s 2.:::e~nai. syscems. "'::: :::2: ~x:eY::al 3lae, p.ve are _=asi::g c3.paci;:1' --
'li: ::..::er. :::a':~er :~.an :::ar!< :i::er, ' :--~e says, cbserv:.ng that abo'..:.~ :--.a1f ::-.e
~ighway is o~ :~e :ransm~SSlO~ sysce~ i~ cp:ica1 grou~d wire. and the =:~er ~al:

~s d~vided ~p a~ong dis~ribu~~~n pc~=s, and ~~derbui:= on t~ansmissicn l~~es.

"Ttle lease the ~ iber to comoar.ies :~"a': 'dane -:'0 avoid access charaes bv the lecal
telephone company for long~distance calls, and contract with :"a~ge businesses -:.:
extend our :iber system onco their Fremises and connect them to e~eir

long-distance carrier, bypassing the local :elephone company. They go from thei:::
premises, to BG&E, to Metropolitan Fiber Syseems (MFS) -- with whom we have a

~nership arrangement -- tc c~e carrier. ~e do business with government
"__... eems, and credit-card companies, and are presently courting some banks.
Fur:~er, we have a parenership with :~FS and haul some of their voice and data
:rar=lC, too.

"We or:.ginally built che backbone system as a large, private, internal
network for our own use -- for protective relaying, and for o'..:.r internal voice
and :::ata needs cevering electric operations, billing, eec," :-.e says. "Ttle own
?3Xs a.t. 32. iif=erent sites c::at are ~':'nked ~8get:her c1' fiber s.nd mic~~wavef II

=iecer adds.

~etworking. 3G&E has a "lot of rapidly expanalng local-area and wide-area
::..ecwork c::r~nec:.:"·,i cy, II and growth ir: j.ist-ribur-eo computer arc::itect.u~e t~at :-"'.. eec.
"seamless connectiviey through our tackbone r:etwork, :0 accommodate 5G&E
applicaeions such as energy managemenc and automated mapping and facilities
~anaeement :AM/FM]. These are now done bv leased teleDhone lines, but will be
swie=hed over :0 our ineernal syscem. ~e·a1so carry part of ~'..:.r SOO-MHz mobile
:::adie traffic en it. All this will place a greaeer demand cn our fiber
syseem," he says.

3Hz upset. 3eSlces the rlDeropti= highway that it conscr~c=ed in :986, 3G&~

also ~as a point-to-point analog microwave system it is converting to digical
wieh good reason. :n 1989, Qieter says he recognized :~at wie~ the advenc of
digital personal communications syseems (PCS) to compete w~:~ analog cellular
:ec~~ology, 3G&E would probably lose its reliable 2-GHz frequencies f~r

l~:-to-point ~oice and data communications.Reason: The Federal Communicatio~s

tmlssion FCC: indicated chat ie waneed to puc the new high-cech phones on :~e

~Ez :~eq~e~c~es, ~aising the possibility chat they would i~=erfere with
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=~~~~ders. Acc~rding co ~e!:~ey Sheldon, 3eneral C8u~se~ ~~~ __ .. _
~ti:~=ies ~elec8mmunlcaei8ns C:uncl: ~TC) I ?CC granced PCS :icenses =n --Q

2-G::z :reqt.:enc:y cecause i:. was e~ge~ :: :=st.e~ ':'.ew :ecr.nology. "Eoweve~," S3.}"'::;
.she~::i8n, 11 ?CC: rJ.as :':1dicated :.~ac ·...:.:-...:ier :-'_:J c:'~c~..lmst:ances can :.:--.ere De
~ncer~erence :0 3.n electric-~cllicy ~lcr=wave syst.em. If :here is , the PCS
~icensee would have :'0 pay :~e ~::licy t~ m8ve t: another frequency cand :r
---mT"""'~'-~~a-";-~s c:vs-~m "~hen -·.-,0 r".=:l,'ttJ -~--'onse~c:::: .-t"""'me .: ...... --.. -. u-';-":~"T .... ,....e- ~,......, ...-..,._~~-: '- \.._'-.. -~ \.._ .•• ' •• -_.- ~.- ---:':.'. -- '-'-., __ ••.~~ 0. . \"---'-1 o:t~ ::l. _'- ~ _

:::e.:.r syste:::s I" ::e C:8nt:.nuesI' :~ey -"l~ __ ::'3.ve ::::10 '::".:'s Wl::.::ut.::::ausl,:,.g
~nter:erence to the utility's nlcr=wave system. If ~hey can':' do that, then =hey
Nil: have t: discuss with the uell:"cy ~ow they can move i~ :'0 a dif~erene

~icr::wave cand, or inst.all :iber :pti::::s t8r ':hem, opening up 3. whole new ~eal~

~t p=ssibilicies."

Since no PCS licenses are likely :0 be granted uneil next fall and FCC is
":ing together ~:.lles on auceioning off the frequE:ncies, "noehing can happe~.

___ 3.t. lease a year," commenes Dieeer. He reveals that. BG&E is now seart.ing, ~s

part of its load-management system, 3. one-year pilot comparing a two-way,
auto~atic meter-reading radio system and a one-way, N-scan, ~eter-reading

syst.em. "We are also doing some dist.ribution-automati8n feeder switching," "''''
~otes, adding that "!f we do vacaee ':he 2-GHz frequency, we'll go to 5 GHz,
Nhich isn'': ~uch :f a problem here in Maryland. I: could be in some ocher areas,
:hot.:gh. "

~3.mpa ~lect.ric C8'S (TECO) Gregg ~hlers, -flce presldent. :: informat.ion a::G
:ec~~8lcgy e~gineeri~g, says tha~ tis company has already made the swi~=h f~2~ 2
:0 63Hz \?ig 2). "We haven't had that much of a problem wit.r: six. If :here 'tJas
;oing ':0 be one, we would definit.ely experience it before most. other ucilitles.
:Tampa has been called the lightning capital of the es.] If we get much above 
3Hz, chen '~e would start having problems."

)Jightmare. Ee observes chat "If ?CS does show up across ,:::e US, -- could ce
provided by as many as seven phone ccmpanies in a single cicy. Whae's the load
~n an elect.~ic ueility's infrastruct~re if i~ has to supply pole aetachmenes :::
seven new croducers whose micro cel:s have co be interconnecced? Will ic be 3.~

~pporcunity, or a t.remendous increase in operational C8StS, cecause of lag-ti~e
~lone. :'0 :nove a pole takes forever. ::::oordination will be a r:ightmare." TECO! s
proposed so:ution co this is building a common fiber ~ing i~ ~=s service
cerri :'8ry and leasing space on it to PCS 11 and anyone else who :"'.eeds it for
communicati::ns services."

~obile radio. Many utilit.ies, of course, operate ~heir own private mobile
~~municati::ns syst.ems, and, accordi~g to a new survey of 36 crivaee and
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-- Voice radio syst.ems, whic~ are used ;rimarily for work 3.ss:..a~~e~ts 2 .. _

:7,ai~te~ance orders, are very evenly ::iistribL:.ted in the four rad ~ 0 - ~r:c:r"Qrr"

bands allocated by the FCC: 23 % of ::-.e 36 ut :"li ties in the s~ud~ 'J.~~ - ';~F": ~·tJ
cand'30-75 MHz); 23% use VHF high band (130-175 MHzi; 23% use UHF lc·tJ bar.d
(410-470 MHz), and 23% use UHF high band (800 MHz-18Hz). Some 7% of ::::e
respondents use microwave (greater t::an 1 GEz) .

-- ~he number of mobile units used varies almost ~~near~y wit~ geographic
area covered, up to 30,000 mi2. ~he 3.verage ~obile density is one for :5 mi2 of
coverage.

-- Only one-third of utilities currently carry data on their radio syst.e~s

used mostly for load control.

is
-- Utility radio systems are highly reliable -- average system re~iabi~ity

97%.

-- Excluding customer relations, two-way radio is second only to the
'ephone as the primary method of utility communications -- 25% use radio as
~ primary method.

-- Within the next two years, six out of every seven utilities will modify
their radio systems to improve communications, reduce costs, or provide better
control of their operations. The increased use of mobile data will be the most
significant change in the future of utility-based radio. An increase in the use
of remote meter reading is also expected.

Buford Goff says it is presently under contract to Consumers Power Co to
provide engineering services for the design and implementation of a ~ew 800-:~Hz

trunked radio network for the utility. This project covers the entire lower
port:"on of the state of Michigan. It involves implementation of a mobile data
conduit to allow high-speed data transmission to the mobile radio fleet while
maintaining voice communications for dispatching. It involves 2500 mobile radios
and :"s estimated to cost $ 22-million.

Another project involved the planning and implementation of a two-phase
backbone microwave system for the Allegheny Power System, to carry voice, data,
and radio control circuits within three electric operating companies' service
areas. Phase I included installation of a microwave loop system consisting of 32
hops of 6-GHz and 2-GHz microwave equipment located throughout Pennsylvania,
Maryland, Virginia, and West Virginia. Phase II of the project involved radial
extensions off the backbone system encompassing 41 additional sites, which cover
the remaining operating companies' service areas. Also included in Phase II 3.re
. '-ree fiberoptic extensions of the microwave system into generating plants.
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l:'2g1..:~ar 8USl::ess hours and :..n emel:'ger:cy Slcuaclcns. ~ ... l teleDnone CDeraCl:::S al:'2
::ow centralized in a single suburban l:cation, where a voice:l:'esDon~e unic ~~~.
operates 24 hours a day and pl:'ocesses ~rouble calls directly into the u~il::.:"s
:ompucerized oucage-analysls sys:e~, and then to dispatchers. ~he system a:s~

updaces :uscemel:'S on when r2storat:..::: :..s expected. ?urther, :~e number of
:elepho~e cl:'unk lines was :::creased fl:'om 212 to more ~~an 1300 and the numbel:' ~

:~coml~g phone lines from 288 to :536.

?oocpri::c. CSP also has a new t:elephone answering system that solves the
problem of "peak loads on the telephone lines." CSP spokesmen say it virtually
eliminates busy signals and provides fast answers for customers. Developed wic~

- "nty First: Cencury Communications Inc, Columbus, Ohio, the syscem provides
e capability :0 handle overflow calls during widespread outages, and quickly

~ords and tracks phone calls to give utility dispacchers a "footprinc" of t:r.e
problem areas.

C~mpucel:' dialers. At NU, dramatic advances have been made in its
:uscomel:'-communications syscem. According to Tod O. :ixon, NU's vice preSlQer:~

for i::formacion resources, computer dialers were installed to cut downcime 0::

credit: and :olleccions, and 800 numbers are used for all calls noc directed ~:

specific :::o~pany individuals. Furt~er, the cuscomer-service r:umber will soon ~e

:ied :..~co Souchern New England Telephone Co's introduct:ion of st:atewide
aUCOQaClC number identification (:SDN). With this new t:echnology, a customer
account: appears on t:he customer-service representati're's information screen as
soon as the l:'ep picks up the phone. Customers do not have to begin the
:::onversation by stating their names and addresses, since the computer has
already :dencified them by their phone number.

~~ also :s automacing outage l:'eports wich VRUs t:hat use ISDN to pinpoinc :.~e

location of customers when they phone the utility from their homes during powel:'
oucaaes. This allows customers to reDort outages withouc speaking to
cusc8mer-service representatives. ~he system also communicates restoracion
informatlon co custemers, along with an estimate of hew long power will be o--':'c.
~hen fully implemenced, the system will allow NU to answer up to 672 calls
simultaneously.

With the multiplicity of new applications, however, can arise an unforeseen
'.and for bandwidth. "NU's demand for bandwidth is growing several times fascel:'

.........,.An we ant:cipaced, If he says. "In fact," he continues, "the bandwidth that
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async~rcnous transfer ~cde (ATM) net~crk and piggyoack everv=~ino :sce~~er
,~ ~~M runs o-~v cn digieal c~rcui:s, which are vir:~ally errcr-;~o~ ~~ -~o~o_~. ,,,,,,L •• a_. .. , _--, _.. _
is ?ery litele error correction. This permits us to get a great deal ~ore daca
through and meet our bandwidth demands, The ATM 'pipe' is a very cig and w~de

commun~cacions path, and when it reac~es the end unie, it fans out :0 serve all
=he end users." ::ncidentally, he says, 'I all our sites are 1 i:--.ked c,/ :: iber,
digical microwave, and leased T: com~unicaticns lines :0 ensure more c~an ::C%
redur.dancy in our communications sys=em."

~ is in the process of re-engir-eering, and teleccmmunicacions plays a
cricical role in it, implies Dixon. "The ability to communicate is inherent ~_.

almosc every company redesign we chi~k about, and the availability of data as ~e

~ove ~ore and more into a ccmpecici~e environment is going to oe 'lltal :0 our
survival."

Added value. "A ucility's communications system needs to oe evaluaced on t~e

totality of the services it can provide, and particularly on its ability to
enable it to get closer to its customers," comments Paul Spaduzzi, an Atlanta
(Ga) -based utility marketing consultant working in interactive

~communications. "Interactive communications systems allow the utility to
i:- __,.Jide new services to its customers, and to segment its market."

Adds Dieter: "It is only in the past several years that utilities have
recognized that they have a lot of expertise in celecommunications that could ce
wed to the good relationships they have with their customers. We realized thac
there is more we could do for and with our customers if we could communicate
with ~hem -- noc by just sending a bill every month, but by actual two-way
communications involving such value-added services as real-time pricing, or
appliance diagnoses and controls."

Customer choice. One example of an advanced utility telecommunications
project that demonstrates the value of adding interactive information-carrying
capability to utility lines, is an Entergy Corp pilot project going on now at :::;~,

residences in Chenal Valley, Ark. Called "Customer Choice 2000" and jointly
developed by Entergy Enterprises Inc and First Pacific Networks (FPN),
Sunnyvale, Calif, Powerview is a high-speed, real-time, intelligent electronic
demand-side management (DSM) system, using standard communications prococols,
giving customers greater control over electricity use, and providing a constane,
interactive communications link between the utility and its customers. Sponsored
by Entergy Enterprises -- the unregulated Entergy subsidiary chat owns 9.95% of
FPN -- and joined by Sprint Corp, and Honeywell Inc, Minneapolis, Minn, the
homes on the Powerview system are linked to the utility through its 700-mi-long
fiberootic installation and its coaxial cable networks, enabling customers to
automatically shift electricity consumption away from peak-demand periods.
>' -ergy also uses its "fiber backbone" internally for billing and other

nunications purposes.
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:e~~~::::ry," ~e adds.

~a::cd DSM. ~escribing the syst.e~'s genesis, ~ing says t.hat. "a few v=ars ~qC,

~e were looking for ::he best. v=~lf~able, 'hardened' :SM program we co~ld fina,
oecause we had real conc=~ns abo1..lt. some of t.he DSM act.ivities ::hat. were qoinq ::n
aro1..lnd the country. ~hey were what. we call 'soft,' because their effect.i~eness
could ~ot. be quant.ified sat.~s:ac::::r~:y. ?PN, we event.~ally discovered, had
:elecommunications cechnologles :ha~ showed ~eal promise. We ent.ered ~n~o

negot.~~tions with them, and joi~::ly Todified t.heir technology ::0 accomplish wnat.
'Ne want.ed t.o do."

~ark fiber. ~ing says the saving t.o Entergy from t.he resul::ing DSM
activit.~es will more than offset the t.otal cost of inst.alling t.he Powerview
telecommunications infrastructure. "It was cheaper to build our communications

"rast.ructure, which is primarily fiber optics, than it was co build new
~ ~rplants to satisfy demand. 3ut the real kicker is that you only need about.
S)-of the system's capability to do all the DSM and ot.her elect.ric-utility
operat.ions. So, 95% of our telecommunications infrastructure will be dark fiber
-- unused. This means Entergy will be marketing t.hat ot.her 95% to try t.o
optimize the use of t.he syst.em. We will sell that. space to whomever needs
communications, ::canging from home security and home shopping :::: telephone
ser'lice and ent.ertainment."

=oot.prl~t. Meanwhile, t.he 5% Ente~gy does use will be doing a lot. :or t.he
..:c ili ty s ide of the ous iness, l-:e says. "For example, it makes ~utomat.ed met.er
~eading very easy. It allows i::emized billing in which we can ident.ify t.he
foot.print [electrical use pat.tern] cf 37 different. appliances. :t gives us
~emot.e on and off capabilit.ies, provides power on and off indicators t.hat let 1..lS

know -- at t.he same time as the customer -- when there's an out.age, and through
data-processing equipment. feeding back to us, locates the device that's causing
:he proolem.

"But all of these are SlQe benet~~s. The ~eal economic dri.,ers are the DSM
activit.~es, such as real-time pricing, appliance disconnects, and ot.her opt.imal
smart.-home energy cont.rols using power-line carrier, ATM interface devices, ~nd

special-purpose 386-processor computers. With this telecommunications syst.em,"
:<.ing cont.inues, "we can communicat.e wit.h every customer on the system wit.hin 1J
seconds. In other words, the amount of electrical load that is running out. on
our syst.em and that powerplant dispat.chers have cont.rol over will be monit.ored
;:-~ri 1..lpdat.ed every 10 seconds."

'--.
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Video programmi:lg. "Our ultimate telecommunications goal is q:'vi:::r cur
~'lstomers t~e very Dest real-time demand-side and operational imprcvemerrts :~a:

'-'an (""~me "p wi"';'" " he says -- ",-.V"Qatl'nq ~., t ,-.~.' ~ ... ~ . ,~ -'-" ...... ... .. , . ~-- _ ~_s orner ~,",mmunlCCl.l..J.cns ar.::l Ser"1:::2S
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specific customer segments, and we can do real-time cricing on each ~~~~,r~~"--
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residerrtial custcmer -- eventually doing the same with our commercial and
industr:al customers."

Field of dreams. "When we complete this system," he declares I "it '.vill ::::e a::
information superhighway for which Entergy has a real need and for which there
is already a market. It's not that way with the telephone and cable companies,
however. They may be talking about building information superhighways, but they
are basing their discussions on a field of dreams -- markets that have not yet
developed. What they are saying among themselves is: 'If we build it, they will
come.' Entergy can build its superhighway for existing markets and it won't
require government subsidies, accelerated depreciation on existing telephone
equipment, or rate increases. ::::1. fact, it will lower electric rates."

Deep pockets. One utility cbser-ler, who says his fiberoptic system 18 e~ual

in cost to "a third of a 'good-size' fossil-fired powerplant," cautior.s that
"just stringing the fiber costs about $ 30,000 a mile, not counting the
electronic end devices -- which would double the cost. The moral is that if you
are going to spend millions to install a fiber system that is practically
limitless when it comes to carrying information, be sure that there are going to
be enough applications to run on that fiber to make your investment worth it,
and that someone else with even deeper pockets than you doesn't parallel your

'::"e and compete agains.t you."
-.._~ ..

Second entry. Entergy is not the only utility that will be using FPN's
Powerview product. The Southern Company says it is buying 3500 units of FPN's
Powerview product with an option to purchase 5000 more, for testing in the
utility'S service territory. The utility also says it will purchase a technology
license from FPN, paying an initial license fee installment of $ 5-million, and
will assist in further development of the product. The utility, which also has
advanced DSM and automatic meter-reading projects going on at Gulf Power Co and
Georgia Power Co, respectively, intends to match Entergy's stake in FPN by
acquiring a 9.95% interest in the firm.

The Southern Company has also formed a non-regulated wireless company that
is putting in an aOO-MHz trunked mobile radio system throughout its service
area, where it will use a combination of microwave and fiber for the utility'S
operating companies and, with Securities & Exchange Commission approval, to
businesses in such areas as the public-safety sector.

Joint ventures. "The main thing we are trying to do internally as far as the
wide-area part of our backbone network is concerned," says M. Euel Wade, senior
vice president of Southern Company Services and chief information officer of the
the Southern Company, "is get a fiber infrastructure built that will give us a
two-way feed to all of our major powerplants, division offices, and corporate
headquarters. We are also doing the same thing with our local-area networks,
putting a telecommunications system in place to implement our client-server
~chitecture. One major application -- human resources -- is up and running on
.e client-server network now. The next application will probably be customer

~rvice. We have about 600 miles of fiber left to install to do all this."
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:hi~~ ~e ~ave decided is chat the cc~:~ol of information abo~: our croduc- :0
our ~~scomers is a strategic i~perative. Meanwhile, he says, "~he S~uther~
=cm~any intends to playa role in the C:inton Administration's information
super::ighway. Certainly," he c::mtir_L:.es, "wit.h the fiber backbone t.hat "-tie tave
installed ~ight now, we ought to be involved at leasc on a regional basis. ~hese

are exci:.ing times."

~assive. Wade is part of a group of electric-utility execut.ives who met Ni:h
=li~ton Administration officials recently to discuss the importance of their
playing a major role in the deveIop~ent. of the nation'S informat.ion
~nfrast.ruct.ure. ?he group explains t.hat. since electric utilities are already
·:J.si~g one of the most massive and sophist.icated telecommunications systems in
the Norid to monitor and control energy demand in the US, and since utilities
have extensive experience in deploying fiber and operating advanced mobile radic
systems, they would be invaluable in constructing the NII. Adds Edison Electric
Inst.itute's Walker F. Nolan, "electric utilities already run a separate wire to
vircually every home in America. Many have already made substantial investments

fiber optics [with] significant capacity that could be used for different
~poses. "

~o common carriers. The visit appears to have had an effect. In a December
1993 trial-balloon speech at the National Press Club in Washington, DC, Vice
?resident Gore referred to "utilities" as players in the NIl. In Gore's speech
on ~anuary 11 at the University of California, he specifically mentioned
elect~ic ut.ilit.ies as players. "It took a while time :0 get that word 'electric'
"- ::-.ere," Sntergy's King advises.

"de certainly want :0 playa role in the NII," Wade informs, "but we are :-.C::'

sure right now what that role is. What we are sure of, however, is that we don':
'-tlant :0 be labeled as common carriers and be burdened with their restrictions."

:'1hat Gore said in his address on January 11 was: "The pressure of
comcetition will. . drive continuing advancements in technology, quality, and
cosc. . To take one example of what competition means, cable companies,
long-distance companies, and electric utilities must be free to offer two-way
communications and local telephone. ~o accomplish this goal, cur legislative
package will establish a federal standard that permits entry to the local
telephone markets."

:::n the game. Dieter says, "We certainly would like to playa part in the N::
if ~='s voluntary, sensible, and profitable. Such a highw~y may be a good
alternative revenue source for BG&E -- a way of interacting with our customers,

i a way of improving our own internal service. Utilities can play an importa~=
.e providing a large part the backbone, but the industry has to get together

~d ~akesure that Congress does not keep it out of t~e game. It's a great
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:ie~~ is a ci:: ~~ c~e Sena=e, :itled ~he ~~lecc~mu~~2atio~s =~:~as~~~c~~~2 ~=~

5 ::361, and :~ere are two pending ~ouse bills: ~he Natienal =ommuni=atic~s

=c~pe::i:ien and :nformacien =nfrascr~cture Act ef 1993 ~HR 3636), and :~e

~n::..:rusc ~efcrm Act of 1393 (HR 3626), all three of Nnich are aimed ::it crea::..~~

an aivanced infcrmacion infrascruct~re.

]RA:~=C: Photograph: ~lnemen inscall fiberoptic cable ac ?acific Gas &
~lec:ric Co (phoco above) and 30scen ~dison Co (righc:. Companies like ?G&E a~~

30s:en ~dison are deploying fiber eptics more and more as par:: of their
"cac:<:bone" communications system alor.g transmission pachs and between
substations. 0S utilities have already installed over 8000 ~iles of fibercD::"c
--D· ~~ ;~r -n ~~.res"'-enr ~~ ~ver ~ ~-~-~~";nn . 0hor~c:rao~' ~ade' rer-;~~-~-... a' __ 1 _-J ~l ... _ ...... '1 '.-l.l .... ....,,' ..." __ ..." .. _ ..... _ .....,; , .... ........ .1 •• ,... ---= '-'__ .... -= '-" ....
:~e superhighway; Photograph: 4. ~arallel highways -- one for au::os, the ether
for infor~acion -- span Fox River in Green Bay, ~is, Ear below Wisconsin ?ubli:
5er':~ce CerD lineman Walter Hoef~, Nno balances on chicken ladder atoD 300-f:
transmission cower, readying helical-wrap machine for installation of
high-capacity, lOO-mi, fiberoptic, 'lOlCe, and data telecommunications link;

-'lustration: ~iagram: 2. "Our vision for the future for our telecommunicacions
:em is 'easy access to shared data,' says Gregg Ehlers, vice president of

:.."",-=,crmation and technology engineering at Tampa Electric Co. He adds that "we 're
working on getting rid of a lot of the vertical communications systems thac were
cuil: ac ~ECO, and producing an enterprise-wide information necwork (above).
~e''le moved to a fully digital telecemmunicacions network -- a primary,
28-ccunc, linked and cross-linked fiber backbone of 130 miles. :t's all loop
technology and wichout cost to TECO because of unique partnering opportunities
·Ne had Nich local bypass companies. ~hey bought the fiber; we installed it,
~aineain i:, and lease i: back to them so they can use it fer their
eoin:-co-ccinc communications services in Tampa" ; Photograph: 3. The saving
~rcm :..:s ~ew DSM syscem more than offsecs che cost of building Entergy's
fiber-coax infrastructure, says Jack L. King (left) I presidenc of Entergy
~:lterDrises. "~he real kicker is thac we only need about 5% of the
infrascructure's capacity for DSM and other operacions. Entergy may be markeci~g
the eeher 35% to services ranging frem home shopping co entertainment"

~~~G~AGE: ~NGLISH

~OAB-~ATE-~DC: February 24, 1994
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January 25, 1994

Chairman Reed Hundt
Federal Communications Commission
1919 M Street, N.W. Room 814
Washington, D.C. 20554

Re: Ex Parte
Docket No. 93-252 (Re&u1atoa Parity)

Dear Mr. Chairman:

C T I A Cellular

TelecommunicatIOns

Jndust~· .\ sSOCla[lon

i133 21st ~[reet. \11

Third Floor

Washington. DC ':')I:.!n

':02·78j·<)081 Telepnone

':02-78j·0721 Fax

BullcIInc The
WIreteu Future •

The attached White Paper, MUll U. A Commercial Mobile Service Provider?,
addresses the question of what constitutes a commercial mobile service, and how such
services should be classified and treated under the provisions of the Omnibus Budget
Reconciliation Act of 1993.

Congress has made clear its intention that services which look alike to customers
should be treated in a like manner. Thus, commercial mobile services include both
mobile services that are "provided for a profit and mate[] interconnected service
available" and their functional equivalents are substitutes for one another and should be
classified as commercial mobile services and regulated in a like manner.

The White Paper reasons that the appropriate tests to determine functional
equivalence are product substitutability and customer perception.

The paper concludes that by relying on a broad construction of the definition and
by treating both these services and their functional equivalents as ·Commercial Mobile
Services, " and by applying rtgullJlory forbearance to such services. the Commission will
limit regulatory gamesmanship and properly focus licensees' energies on competing on
the merits in the marketplace.

By so doing, the Commission will provide new opportunities and incentives for
such providers to offer innovative and efficient services, and foster a competitive wireless
marketplace.

Very Truly Yours,

Attachments

Thomas E. Wheeler

PresIdent/CEO
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What Is A Commercial Mobile Service Provider?

11le Omnibus Budget Reconciliation Act of 1993 created a new classification system for
mobile service, defining two broad general categories: Commercial Mobile Service, and Private
Mobile Service.

A new section of the Communications Act defines Commercial Mobile Service as "any
mobile service (as defined in section 3(n)) that is provided for profit and makes interconnected
service available (A) to the public or (B) to such classes of eligible users as to be effectively
available to a substantial portion ofthe public, as specified by regulation by the Commission. ".

The Communications Act was also amended to provide the following definition of
"mobile service":

'Mobile service' means a radio communication service carried on between mobile
stations or receivers and land stations, and by mobile stations communicating
among themselves, and includes (1) both one-way and two-way radio
communications services, (2) a mobile service which provides a regularly
interacting group of base, mobile, portable, and associated control and relay
stations (whether licensed on an individual, cooperative, or multiple basis) for
private one-way or two-way land mobile communications by eligible users over
designated areas of operation, and (3) any service for which a license is required
in a personal communications service established pursuant to the proceeding
entitled 'Amendment to the Commission's Rules to Establish New Personal
Communications Services' (GEN Docket No. 90-314; Ef Docket No. 92-1(0),
or any successor proceeding.2

Whal really constilUles a commercial mobile service? It is undeniable that all current
common carrier mobile services, such as cellular and common carrier paging services are CMS.
But Congress also made it clear that its intent is to ensure that services which look alike to
customers will be treated in a like manner. Thus, Congress directed that all functionally
equivalent services would also be treated as CMS. For example, as was clearly stated during
mark-up, CMS is "broadly defined to include PCS, and enhanced special mobile radio services
(ESMRs), and cellular-like services... 3

In keeping with this Congressional mandate, CMS should not be construed as a narrow,
fixed set of services, such as "cellular-like." Such a narrow construction would both invite
regulatory gamesmanship in order to obtain artificial marketplace advantages and risk rapid
obsolescence as new mobile services and technologies develop.

147 U.S.C. Section 332(d)(l) (1993).

247 U.S.C. Section 153(n) (1993).

3Rep. Edward I. Markey, Statement at the Mark-up of Budget Reconciliation. Subtitle C Licensing Improvement
Act of 1993, H.R. 2264 (May 11, 1993).



By relying on a broad construction of CMS (which already includes, under PCS, "a broad
family of services") and by treating both these services and theirfunctional equivalents as CMS,
the Commission will limit regulatory gamesmanship and properly focus licensees' energies on
competing in the marketplace on the merits.

What Are The Tests For Commercial Mobile Service Classification?

There are three tests for determining what is a Commercial Mobile Service (CMS).

These tests include:

• that service is provided for a profit.

• that it makes available interconnected service, i,&., services interconnected with
the public switched telephone network.

• that it is available to the public, or a "substantial portion" of the public.

These tests are specified by the Omnibus Budget Reconciliation Act, and are generally
consistent with traditional tests of common carriage as incorporated in the Communications Act.

What do these tests really mean?

"For Profit" Service. The "for profit" test distinguishes purely internal and integrated
non-eommercial services from for-profit equivalents of CMS. Defining the test broadly to
include services which may have components (such as interconnection) which are resold at cost
will avoid any incentive to develop artificial distinctions in order to create and exploit regulation
based advantages in the marketplace.

"Interconnected" Service. Interconnected service should be defined as a "service that
allows a subscriber to send or receive messages over the public switched network." Attempts
to impose fme distinctions predicated on such criteria as "real-time" access or customer control
are fraught with the risk of encouraging companies to create artificial and unnecessary features
in order to exploit differential regulatory treatment. The straight-forward definition will allow
technology, not regulation, to determine the most efficient serving arrangements and network
configurations.

Moreover, such artificial distinctions rest on a fragile assumption that, for example, a
store-and-forward capability somehow transforms a commercial or "public" communications
service from common to non-eommon carriage. Under such a construct, would telegraphy have
been classified as a common or private carrier service? What of a publicly-offered electronic
mail or other record service, would it be private or common carriage?



Similarly, efforts to establish quantified thresholds for interconnection as a basis for
classification risk imposing unnecessary costs and reporting requirements on all providers -
commercial and private -- for minimal customer benefit. Assigning different regulatory status
on the basis of differing types of interconnection also ignores both technological developments
and invites regulatory gamesmanship, risking distortion of the marketplace and of the technical
configuration of telecommunications networks. A far better, and simpler, solution is to classify
all interconnected services as CMS, and subject them to regulatory forbearance, eliminating the
incentive for gamesmanship and technological inefficiency.

"The Public" or "Classes ofEligible Users." The Conference Report makes it clear that
CMS includes services available to "broad or narrow classes of users so as to be effectively
available to a substantial portion of the public. "4 This is consistent with the courts' reading of
the common law test regarding carriers, which relied upon a "holding out" of service to the
public -- and not the size of the potential user population -- as the test for classification.s

System capacity, service area size, and location are not appropriate tests for CMS
classification. While they may serve as technical or geographic limitations on the potential user
population -- the same tests would not be regarded as proper for the classification of other
telecommunications services or providers. For example, that an SMR provider may serve
12,000 users does not render it any more "private" a service than would a rural or cooperative
telephone company's 10,000 wireline users render it a private or non-common service provider.

Any SMR services which satisfy the tests for CMS classification or which are the
functional equivalents of CMS should be classified as CMS. SMR services which do not provide
interconnection, which are not provided to the public, and which are properly not the functional
equivalent of CMS should be the only SMR services classified as private mobile services.

What Obligations Fall On Commercial Mobile Service Providers?

The Act has been amended to indicate that CMS providers, to the extent they are engaged
as CMS providers, are to be treated as common carriers under the Act.6 Thus, they are
obligated to furnish service upon reasonable request, charge just and reasonable rates, and
practice no unjust and unreasonable discrimination. But, as is indicated below, this results in
no new burdens being imposed on how such providers conduct their business. For example, the
House Report clearly states that the Commission may find that "commercial mobile services need
not be tariffed at all. "1

4H.R. Cont. Rep. No. 103-213, 103rd Cong., 1st SeSl. 496 (1993) (emphasis supplied).

5See Nat. Ass'll ojRegu.ialory Utility Com'rs v. F.CC., 525 F.2d 630,641-42 (D.C.Cir.), cerro denied, 425
U.S. 992 (1976), and cases cited therein for the principle that common carriers need not serve the whole public, and that
their servIces may be so specialized as to be of possible use to only a fraction of the total population.

647 U.S.C. Section 332(c)(1) (1993).

7H.R. Rep. No. 103-111, 103rd Cong., 1st Sess. 260 (1993).



Classifying Small Companies as CMS Providers is M2t a Problem

In spite of scanered suggestions that classifying small companies (such as dispatch
companies) as CMS providers will result in difficulties for them, even the smallest company
should not be disadvantaged by such classification.

There is No Regularory Disadvaruage to CMS Classijicarion. Classifying small
companies as CMS providers should not be a problem if eMS providers are subjected to
permissive detariffing ("forbearance") -- as the Omnibus Budget Reconciliation Act clearly
permits. As amended, the Act provides that the Commission may subject CMS providers to
forbearance by determining thal enforcement ofregulatory provisions are not necessary in order
to (1) Ifensure that the charges, practices. classijicarions. or regulations for or in connection
with that service are just and reasonable and are not unjustly or unreasoTUlbly discriminatory,'"
(2) protect consumers; -and (3) that such a finding is consistent with the public interest. & The
only provisions which may not be forborne are those obligating common carriers to furnish
service upon reasonable request, providing for just and reasonable rates, prohibiting unjust and
unreasonable discrimination, and authorizing parties to seek redress by application to the
Commission. 9

Ifforbearance is applied. companies which are classijied as CMS providers will suffer
no new regularory burdens or obligations. anti will not have to change their contracts with their
customers, nor the way they do business. The rationale used to justify forbearance of non
dominant carriers in the Competitive Carrier proceeding will support a finding that CMS
providers need not have to me tariffs, nor will they be required to file section 214 applications
in order to initiate or terminate service, in order to serve the public interest. Sufficient evidence
exists of competition in the mobile services marketplace to support such a finding.

Likewise, as the Commission's Regularory Parity Notice tentatively concludes, such
provisions as Sections 219 (annual and other reports) and 220 (accounts, records and
memoranda; depreciation charges) do not directly protect consumers from unjust rates or other
similar harms, while imposing costs of compliance which are out of proportion with the
protections afforded by them. Thus, SMRs may be classified as CMS providers and subjected
to forbearance, releasing them from burdensome regulatory requirements.

There are Economic Benefits to CMS Classijicarion. Not only is there no disadvantage
to small companies who are properly classified as CMS providers, there are important economic
benefits. Classifying small companies as CMS providers will allow them to offer new services
and features to their users, as new technologies are developed. For example, as CMS providers,
traditional dispatch companies may be able to offer new digital applications in addition to their
voice services. SMR spectrum could be used to provide a wireless data service just as FM radio

847 U.S.C. Section 332(c)(1) (1993).

~e amendment to the Act provided that the Commission would not forbear from applying Sections 201. 202
and 208 of the Act to CMS providers. 47 U.S.C. SKlion 332(c)(l).



broadcasters are able to provide data services and cellular companies simultaneously can provide
voice and data service via Cellular Digital Packet Data (CDPD).

Spectrum is too scarce a resource to allow artificial regulatory restraints to frustrate
development and deployment of the most efficient -- and highest valued -- technologies and
services. Classifying SMR providers as eMS providers will create opportunities for more
investor interest and developmental efforts by equipment manufacturers, as well as incentives
for service innovation. In fact, CMS classification will enable SMR providers to offer full
interconnection and allow them to serve a broader public, which private classification by and
large would foreclose.

Transition Period as a Safeguard. To the extent that providers of services which were
formerly classified as private land mobile radio services are affected by the creation of CMS,
the Act provides a one year period for the Commission to adopt modifications to its rules in
order to effect the transition to the new treatment of such services. Thus, there is no need to
fear that a sudden shock will disrupt the mobile services marketplace, even with respect to the
small SMR service providers.

Private Mobile Services and Functional Equivalence

Private Mobile Services are and should be a much smaller body of services, clearly set
apart from Commercial Mobile Services.

The Act itself defines Private Mobile Service as "arry mobile service (as defined in
section 3(n)) thal is not a commercial mobile service or the functional equivalent of a
commercial mobile service, as specified Uy regulation Uy the Commission. ,,10

The legislative history of the Omnibus Budget Reconciliation Act makes it clear that
Congress conceived of Private Mobile Services as a small subset of mobile services, intending
to redress the growth of disparately-regulated but functionally-equivalent services after the
establishment of private land mobile services as a classification in 1982. 11 Such largely
unregulated services grew in capability and in availability to rival public, regulated services,
with SMR alone serving over 1.5 million users. Congress therefore adopted regulatory parity
to redress this situation, ensuring that "equivalent mobile services are regulated in the same
manner. ,,12

Examples of private mobile services would include such Part 90 services as the Petroleum
Power Service and other, internally-oriented, non-eommercial services which are not the
functional equivalent of CMS.

1°47 U.S.C. Section 332(d)(3).

II Under the former Section 332, adopted by the Communications Amendments Act of 1982, P.L. No. 97-259,
96 Stat. 1087, 1096 (1982).

12House Report at 259.



Functional Equivalence. The Budget Act clearly directs that "functionally equivalent"
services "are to be treated in a like manner, i.e., classified and treated as CMS. Services which
meet the CMS definition are automatically to be so classified as are services which are their
junctional equivalents even ifnot squarely within the eMS definition. Thus, non-profit or non
interconnected services which are the functional equivalents of CMS services should be treated
in a like fashion. Again, this will not result in the imposition of any new burden on such a
service or its provider if CMS is subjected to forbearance.

The appropriate tests to detennine .functional equivalence are product substirurabiliry and
customer perception. This is consistent both with antitrust law and Commission precedent, both
of which look to such indicia in order to determine the likeness of products or services.

Although the legislative history pennits the Commission to make a determination of non
equivalency on the basis of an interconnected mobile service's failure to employ frequency or
channel re-use to augment the number of channels available for its service, in conjunction with
not making service available in a wide geographic area, this is not an appropriate finding. 13

System capacity and service area size are not appropriate criteria for regulatory
classification -- nor are they appropriate standards for a determination of "non-equivalency."
Such criteria, in fact, invite inefficiency and balkanization of the telecommunications
infrastructure by providing incentives for isolation and incompatibility, inasmuch as other service
providers -- both wireline and wireless -- have knitted together separately-owned and operated
exchanges and systems in multiple markets to make possible innovative and efficient nationwide
service.

Self-Classification. Permitting licensees to select or self-classify themselves and their
offerings as private mobile or eMS is appropriate with respect to services which are not clearly
within the CMS definition and which are not the functional equivalent of CMS services, but any
licensee that provides a CMS service must fully comply with the CMS rules.

13Conference Repon at 496.
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February 8, 1994

Mr. William F. Caton
Acting Secretary
Federal Communications commission
Room 222
1919 M Street, K.W.
Washinqton, D.C. 20554

Re: Ex Parte Presentation
GEN Docket No. 90-314
Personal Communications Services

Dear Mr. Caton:

CTIA
Cellular
Telecommunications
Industry ASSOCIation
1250 Connecticut
Avenue, NW.
Sutte 200
Washington, D,C. 20036
202·785·0081 Telephone
202·785-0721 Fax
202·736·3248 Direct Dial

Michael F. Altschul
Vice President,
General Counsel

On Tuesday, February 8, 1994, Justin L. Jaschke, President of
CenCall Communications Corporation, and Michael F. Altschul, Vice
President and General Counsel of the Cellular Telecommunications
Industry Association, met with Ms. Karen Brinkman, Legal Advisor to
Chairman Reed E. Hundt, Mr. Rudolfo M. Baca, Legal Advisor to
Commissioner James H. Quello, and Ms. Lisa Smith, Legal Advisor to
Commissioner Andrew C. Barrett, to discuss the pending issues in
the above-captioned proceeding. The attached presentation sets
forth the substance of the views expressed in connection with this
matter.

Pursuant to section 1.1206(a) (1) of the Commission's rules, an
original and one copy of this filing are being filed with your
office.

If there are any questions concerning this SUbmission, please
contact me at (202) 785-0081.

Sincerely,

4~~
Michael Altschul

cc: Karen Brinkman
Rudy Baca
Lisa Smith








